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CONFIDENTIAL CASABLANCA 0079 

E.O. 11652: GDS 
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SUBJECT: BREAKDOWN OF ESSO-SNPP NEGOTIATIONS 

REF: CASABLANCA 012 

1. SUMMARY: ESSO NEGOTIATORS ROOT (ESSO-AFRICA.LONDON) AND 
SKANE (ESSO MAROC) SPENT FIVE DAYS LAST WEEK IN FURTHER 
ROUND NEGOTIATION WITH SNPP PRESIDENT DOUEIB AND HIS DEPUTY. 
NEITHER SIDE APPEARS READY TO MAKE CONCESSIONS ON BASIC 
DIFFERENCES AND ESSO NEGOTIATORS BELIEVE THEIR MANAGEMENT 
(ESSO EUROUE AND ESSO AFRICA) WILL NOW DECIDE ON LEGAL 
STEPS TO WITHDRAW TRADE MARK FROM MOROCCO IN MEETINGS 
SCHEDULED LONDON THIS WEEK. THEY JUDGE GOM WILL REGARD THIS 
AS END OF NEGOTIATION, THOUGH LEGAL PROCESSES MAY DRAG ON 
FOR EXTENDED PERIOD. END SUMMARY. 

2. OF TWO MAJOR OUTSTANDING ISSUES , PRICE/REPATRIATION 

AND MANAGEMENT CONTROL, ESSO HAD LAST WEEK PROPOSED FORMULA 
THEY THOUGHT MIGHT BE ACCEPTABLE TO SNPP ON PRICE/REPATRIATION 
ISSUE. (MONEY DIFFERENCE WAS SMALL;ESSO CALCULATED LOSS 
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OF DOL. 3-500,000 OVER 5-7 YEARS ON SNPP PAYMENT TERMS.) 
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HOWEVER, DEADLOCK ON MANAGEMENT ISSUE WAS OVERRIDING AND 
ESSO PRICE/REPATRIATION FORMULA NOT PURSUED FURTHER. 

3. NEGOTIATIONS BASICALLY FOUNDERED ON DISAGREEMENT OVER 
DIVISION OF MANAGEMENT CONTROL. SNPP WANTED PRESIDENCY OF 
BOARD PLUS VETO OVER ESSO NOMINEE FOR DIRECTOR GENERAL. 

ALSO WANTED PREDOMINANT VOTE IN BOARD EXCEPT ON SPECIFIED 
MONEY ISSUES. DIVISION OF AUTHORITY BETWEEN DIRECTOR 
GENERAL AND PRESIDENT ALSO AT ISSUE. WHILE CONCEDING 
PRESIDENCY TO SNPP, ESSO TOOK POSITION THAT 50-50 PARTNERSHIP 
ENTITLED THEM TO VOTING EQUALITY ON BOARD AND EFFECTIVE 
RIGHT TO NAME DIRECTOR GENERAL AND CONTROL DAY-TO-DAY 
OPERATIONS. NEGOTIATORS INSIST ESSO MANAGEMENT WILL NOT 
TAKE LESS THAN EQUALITY IF PARTNERSHIP TO BE 50-50 AND WILL 
NOT SURRENDER USE OF TRADE MARK TO DE FACTO SNPP CONTROL. 

4. FURTHER DEVELOPMENT ADDED TO DEADLOCK LAST WEEK WHEN 
SNPP VETOED ESSO NOMINEE FOR FUTURE DIRECTOR / GENERAL(ESSO 
HAD AGREED TO TRAIN MOROCCAN AS DIRGEN WITHIN TWO YEARS). 
SNPP BROUGHT IN LAST WEEK AS PRO TEM DIRGEN, UNDER 
REQUISITION , FORMER ESSO EMPLOYEE WHO HAD LEFT ESSO LAST 
YEAR BECAUSE FE WAS TURNED DOWN AS FUTURE DIRGEN. DOUEIB 
CONVEYED INFORMALLY SNPP WISH THAT THIS MAN BE NAMED AS 
ESSONOMINEE AND INSISTED ON BINDING CHOICE NOW, WITH NO 
ESSO RIGHT TO CHANGE DURING TWO YEAR TRAINING PERIOD. ESSO 
REGARDS THIS AS SNPP EFFORT NOT ONLY TO CONTROL CHOICE OF 
DIRGEN BUT TO LOCK IN NOMINEE ESSO AFRICA MANAGEMENT 
HAD PREVIOUSLY REJECTED AS UNQUALIFIED. 

5. COMMENT: WHATEVER THE MERITS, IT IS CLEAR FROM EXTENSIVE 
CONVERSATION WITH ESSO NEGOTIATORS AND INDIRECT INFORMATION 
FROM MOROCCAN SOURCES RE SNPP VIEWS, THAT BOTH SIDES ARE 
NOW FIRM ON WHAT THEY REGARD AS PRINCIPLE AND, BARRING 
UNFORESEEABLE CHANGE BY ONE PARTY, GAP IS UNBRIDGEABLE. IT 

IS UNCLEAR WHAT THE LEGAL SEQUENCE OF STEPS WILL BE BUT 
MOVE TO WITHDRAW TRADEMARK (WHICH EXXON WILL ALLEGEDLY 
INSIST ON SOON) WILL PRESUMABLY FORMALIZE BREAKDOWN. 
DIFFICULT TO PREDICT WHAT NEXT GOM STEP BEYOND REQUISITION 
MAY BE, SINCE THEY PROBABLY RELUCTANT TO TAKE AN ACTION 
THAT COULD BE LABELLED EXPROPRIATION. ISSUES ON WHICH ESSO 
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BALKED (BLOCKAGE OF REPATRIATION OF PROCEEDS AT CONTROLLED , 
LOW INTEREST; AND SNPP DOMINANT MANAGEMENT CONTROL) WERE 
ISSUES ON WHICH ALL OTHER COMPANIES HAD CONCEDED; SNPP FEELS 
AGGRIEVED THAT ESSO UNWILLING TO ACCEPT SAME TERMS 
OTHERS HAD ACCEPTED. IN ANY EVENT, IN ADDITION TO 
SUBSTANTIVE ISSUES, IT APPEARS NOW THAT ATMOSPHERE AND 
RELATIONS BETWEEN TWO PARTIES HAVE DETERIORIATED ; FURTHER 
AND SUCCESSFUL NEGOTIATIONS ARE A DIM PROSPECT. 
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